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Dear ~ p p  l i canr : 

We have considered your application t o r  r s c o g n i t i o n  OF exemption 
under s s c t l o n  5 u i c c ) ( b )  ot r h e  I n t e r n a l  kevenue ~ o d o .  

.- 
~ h e  ev idence prnaented d i s c l o s e ~ ~  t h a t  you were i nco rpo ra ted  on 
* * * * * * * * * * * *   under the  non-prof  i r  law o f  t h e  S t a t e  o f  ** * * *  
********* * *  * * .  

'The ob.j'ect toy,  whtch t h e  c o r p o r a t i o n  i s  as tab l i shed  i s  t o  
promore and f a \ k i t a t o  t h e  development and enhancement a t  **** 
t i n a n c i a l  so t twa re  products.  

The ev idence presented w i t h  your a p p l i c a t i o n  Form i u 2 4  i n d i c a t e s  
t h a t  t h e  organ i  za t  i o n  consists o f  r eo rasen ta t i ves  o t  d i v e r s i f i e d  
businesses w h o  own o r  lease compurer so t tware  f rom * * * * * * * * * * .  a 
so t twa re  p r o v i d e r .  

7he a p p l i c a t i o n  s t a t e s  chat  members o t  t h e  o r g a n i z a t i o n  a re  
s o l i c i t e d  t o r  requests  on how t o  modify t h e  ******* product  
accord ing  t o  t r ends  i n  t he i ' r  r e s p e c t i v e  i n d u s t r i e s  and t h e  
 marker^ lace. 

The a p p l i c a r ~ o n  a l s o  s t a t e s  t h a t  t h e  q u a l i Q 1 c a t i o n  f o r  
membership 1s t o  have purchased * * * * *  A  so t tware .  

Sec t ion  5 u i ( c ) ( b )  ot t he  laode p rov ides  t o r  t n e  exemptiun f rom 
Federa i  income t a x  o t  ous:ness ieaquea hOC organized for  p r o f i r ,  
no p a r t  o t  t h e  ne t  earn ings  o t  which InurBm co t ho  bane t i c  o t  
any p r i v a c e  shareho i d e r  o r  ~ n d i v i d u a  I .  

Sec t i on  I - 5 i j  i ( c ) ( t i ) -  I o t  rhe  income Tax i i e ~ u ' l a t i o n s  def ines a  
business league as  an association o t  ~eirsonna h a v i r ~ g  some common 
business lnxe resc ,  c h e  purpose ot whi.ch i s  t o  promote s ~ c h  
common i n r e r e s t .  lcs a c t i v i r i e s  sqou Id be d i r e c t e d  towards the  
improvemenr o t  b u s ~ n e s s  c o n d i t i o n s  i n  one o r  more l i n e s  o t  
business as d i s t i n g u i s h e d  t rom t h e  parformance o f  p a r t i c u l a r  
se r v i ces  t o r  i n d i v i d u a l  persons. 
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; In +:the case 0 1 ~ ~ N a t t o n a l ~ ~  )lit 
" *S ,  4 7 2  ( 19'1Qj t3e court,.,, 

p a r t i c u l a r  brand name o f ,  muff 1 
exemption becausa t h e  aosac ia t  
improvement o f  busi  nesa c o n d i t  

2 r ksvenue Ru l ing  a3-164, 1903-2 C.0, 96;;dsscribad an o rga7 i za t i on  
I whose members represent  d i v e r s i f i s d ,  bu84narsas t h a t  own, r e n t ,  

o r  1aesm computars produced by a sifi(Jfa computer manufat:rurew. 
The o rgan i za t i on  d ~ s c r i  bed above war"~drr~~mrnf'nmd n o t  t o  1)e exempt 
from Federal  income t a x  as a  burfnesr~~"4"l&guci under r e a t i a n  
5 0 l i c  j ( 6 j  o f  t he  Lode. 6 y  d i r e c t i n g  ,>+r sr r t ivJ tdeo o n l y  t o  the 
users  o f  a s i n g l a  brand o f  computer, r h o  o rgan i za t i on  was 
determined t o  be d i r e c r i n g  i r s  a c t i v i % d e r  towards t h e  
improvemenr o f  business cond i t i ons  i n  o n l y  segments o f  t h e  
va r ious  l i n e s  o f  business t o  which i t  members bmlong). tiecause 
i t  l i m i t e d  i t s  a c t ~ v i t i e s  t o  t h e  user. of  a s i n g l e  brand oQ 
compurer, t h e  o rgan i za t i on ' s  a c t i v i t f e m  were not  d i r ec red  
towards t h e  improvement cond i t i ons  i n  one o re  more l i n e s  o f  
business w i t h i n  meaning o t  sec r ian  I .5u l tc ) ( i r ) -  l o t  t h e  
requ la t i ons .  

Because t h e  o rgan iza t ion  d i r e c t s  i t s  a c t i v i t i e s  t o  t h e  users o f  
******** sof tware,  t h e  organization lrelps t o  prov ide e compet i t i ve  
advantage t o  * * * * *  and t o  i t s  users a r  the expense o t  ****'s 
compet i to rs  and t h e i r  cusromers t h s r  may use o ther  brands o t  
sofrware. Thus. t h e  o rgan i za t i on ' s  a c t i v i r i e s  are  no t  d i r e c t e d  
towards t he  improvsment o t  busi f less cond i r ions  i n  one or  more 
' l ines o f  business w i t h i n  t h e  meanin9 o l  iseceion 5 u l i c ) i b j  o f  t he  
Code. 

According' ly, we conclude t h a t  you do,not: meet t he  requirements 
f o r  exempt s ta tus  under sec t ion  5 0 i i c ) ( t i )  o t  t h e  Code and 
propose t o  deny your requesc f o r  exemption under t h a t  sec t i on .  

We have a l s o  determined tha r  you Cai 1 t o  q u a l i f y  f o r  exempt 
s t a t u s  under any ozher subsect ion o f  I R C  5 0 i i c j .  

'r'ou a r e  requ i red  t o  t i  le a raxab' le rmturn Form i i Z u  o r  luri i w i t h  
t ho  U i o t r i c t  b i  r e c t o r  o t  i n t e r n a l  Revenue Serv ice.  P:lsase send 
t h e  r e t u r n  t o  t he  I n t e r n a l  fievenue Serv ice,  P.u. 6ox 1e60, 
G ~ n e r a ' l  Posc uf f i c e ,  tirook'lyn, H'Y i 1 2 ~ 2  

if you do no t  agree w i t h  t h i s  dererminat ion,  you may rgquesr a  
Conference w i t h  rhe  kegiona? iji r e z t o r  o t  Appea'Js by p r o t e s t i n g  
i n  accordance w i r n  t he  enclosed i n s t r u c t i o n s  w i r h i n  S u  days. 

Protostm submirred which do no t  con ta in  a l l  t h e  documsntation 
s t a t e d  i n  t h e  i n s t r u c t i o n s  w i l l  ba re tu rnad , , f o r  complet ion. 

I f  we do no t  hear trom you w i t h i n  t h a t  t i m ~ .  t h i s  determinat ion 
w i l l  become f i n a l .  



*****  
i j i s t r i  b i r e c  

Enclosure; Public~tion 6 ~ 2  


